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Certified Public Accountants and Business Consultants

Independent Auditor's Report

Board of Directors
Sheepscot Valley Regional School Unit No. 12

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of Sheepscot Valley Regional School Unit No. 12, as 
of and for the year ended June 30, 2016, and the related notes to the financial statements, which 
collectively comprise the School Unit’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America, and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States.  Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of Sheepscot Valley Regional School Unit No. 12 as of June 30, 2016, and the 
respective changes in financial position thereof, and the budgetary comparison for the General Fund for 
the year then ended in accordance with accounting principles generally accepted in the United States of 
America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, schedule of School Unit’s proportionate share of the net pension liability, and 
schedule of School Unit contributions, as listed in the table of contents, be presented to supplement the 
basic financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements.  We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Sheepscot Valley Regional School Unit No. 12’s basic financial statements.  The 
combining and individual fund financial statements and schedules are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

The combining and individual fund financial statements and schedules are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation to 
the basic financial statements as a whole.  
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2016 on our consideration of Sheepscot Valley Regional School Unit No. 12’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is to describe the scope 
of our testing of internal control over financial reporting and compliance and the results of that testing 
and not to provide an opinion on internal control over financial reporting or on compliance.  That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering Sheepscot Valley Regional School Unit No. 12’s internal control over financial reporting and 
compliance.

December 28, 2016
South Portland, Maine
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis

June 30, 2016

In this section of the Annual Financial Report, the managers of Sheepscot Valley Regional School Unit No. 12
(RSU #12) discuss and analyze RSU #12’s financial performance for the fiscal year ending June 30, 2016.  Please 
read it in conjunction with the independent auditor’s report and RSU #12’s basic financial statements.  

FINANCIAL HIGHLIGHTS
Fiscal year 2015-2016 was the sixth year of operation for Sheepscot Valley Regional School Unit No. 12, and the 
second year without the Town of Wiscasset. The Town of Wiscasset withdrew from RSU #12 on July 1, 2014.  

The total balance of RSU #12’s cash and cash equivalents at June 30, 2016 was $1,081,578.  The net position for 
FY 2016 was $5,129,057 of which $6,444,421 represents the net investment in capital assets, $98,234 represents 
restricted funds, and ($1,413,598) represents unrestricted funds.

During the year, RSU #12 had expenditures that were $417,885 less than the $20,806,127 generated in 
assessments, other revenue, and loan/lease proceeds for the General Fund.  The RSU #12 General Fund had a 
deficit fund balance of ($361,668) to start the year.  At June 30, 2016, the fund balance for the General Fund was 
$56,217.

Long-term debt, which includes bonds, capital leases payable, net pension liability, and accrued compensated 
absences has decreased by $952,322 during the year.  The decrease is primarily due to principal payments made 
on bonds and leases.  Two new leases were executed in 2016 for a total of $44,714.

USING THIS ANNUAL REPORT
This annual report consists of a series of financial statements. The government-wide financial statements 
include the Statement of Net Position and the Statement of Activities.  These provide information about the 
activities of RSU #12 as a whole and present a longer-term view of RSU #12’s property and debt obligations and 
other financial matters. They reflect the flow of total economic resources in a manner similar to the financial 
reports of a business enterprise.

Fund financial statements report RSU #12’s operations in more detail than the government-wide financial 
statements by providing information about RSU #12’s most significant funds. For governmental activities, these 
statements tell how services were financed in the short term as well as what resources remain for future 
spending. They reflect the flow of current financial resources, and supply the basis for tax levies and the 
appropriations budget. The remaining statements, fiduciary statements, provide financial information about 
activities for which RSU #12 acts solely as a trustee or agent for the benefit of those outside of RSU #12.

The notes to the financial statements provide narrative explanations or additional data needed for full disclosure 
in the government-wide financial statements or the fund financial statements.

The combining statements contain even more information about RSU #12’s individual funds. 
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis, Continued

REPORTING ON THE UNIT AS A WHOLE

The Statement of Net Position and the Statement of Activities

The analysis of RSU #12’s overall financial condition and operations begins on this page. Its primary purpose is to 
show whether the financial position of RSU #12 is improving or not. The Statement of Net Position includes all 
RSU #12’s assets, deferred outflows of resources, liabilities, and deferred inflows of resources at the end of the 
year while the Statement of Activities includes all the revenues and expenses generated by RSU #12’s operations 
during the year. These statements apply the accrual basis of accounting which is the basis used by private sector 
companies.

All of the current year’s revenues and expenses are taken into account regardless of when cash is received or 
paid. RSU #12’s revenues are divided into those provided by outside parties who share the costs of some 
programs, such as tuition received from students outside RSU #12 and grants provided by the U.S. Department 
of Education to assist children with disabilities or from disadvantaged backgrounds (program revenues), and 
revenues provided by the taxpayers (local appropriation) or by the State of Maine in the form of annual 
foundation allocations and debt service subsidies.  

All of RSU #12’s assets are reported whether they serve the current year or future years. Liabilities are 
considered regardless of whether they must be paid in the current or future years.

These two statements report RSU #12’s net position and changes in them. RSU #12’s net position (the difference 
between assets, deferred outflows of resources, liabilities, and deferred inflows of resources) provides one 
measure of RSU #12’s financial health, or financial position. Over time, increases or decreases in RSU #12’s net 
position are one indicator of whether its financial health is improving or deteriorating. To fully assess the overall 
health of RSU #12, however, you should consider non-financial factors as well, such as changes in RSU #12’s 
average daily attendance or its property tax base and the condition of RSU #12’s facilities.

REPORTING THE UNIT’S MOST SIGNIFICANT FUNDS 

Fund Financial Statements

In the Governmental Funds Balance Sheet (Statement 3) and the Statement of Revenues, Expenditures and 
Changes in Fund Balances for Governmental Funds (Statement 4), we divide RSU #12 into two major funds and 
one aggregate containing all other non-major funds:

General Fund - Most of RSU #12’s basic services are reported here, including the instruction, counseling, 
co-curricular activities, transportation, maintenance of plant and equipment, community services, and 
general administration. Local assessments, state subsidies, tuition and fees finance most of these 
activities.

Energy Improvement Fund – This fund is used to track the loan and capital lease proceeds and their use 
to improve the HVAC and lighting systems at the various buildings within the RSU.

Other Governmental Funds – Special Revenue and Capital Project Funds are reported here.  Special 
Revenue Funds are used to account for the proceeds of specific revenue sources requiring separate 
accounting because of legal or regulatory provisions or administrative action.  Some of the more 
significant Special Revenue Funds include the School Lunch Program, Federal and Other Special Revenue
Funds, and Adult Education.  Capital project funds are used to track funds that are committed for 
significant renovations or asset purchases.
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis, Continued

The combining and individual fund financial statements provide detailed information about the most significant 
funds, not RSU #12 as a whole. Laws and contracts require RSU #12 to establish separate funds for grants such
as those received under the No Child Left Behind Act from the U.S. Department of Education. RSU #12’s 
administration establishes many other funds to help it control and manage money for particular purposes (like 
school activities). RSU #12 has two types of funds as follows:

Governmental Funds - Most of RSU #12’s basic services are reported in governmental funds. These use 
modified accrual accounting (a method that measures the receipt and disbursement of cash and all 
other financial assets that can be readily converted to cash) and report balances that are available for 
future spending. The governmental fund statements provide a detailed short-term view of RSU #12’s 
general operations and the basic services it provides. 

We describe the differences between governmental activities (reported in the Statement of Net Position 
and the Statement of Activities) and governmental funds in reconciliation schedules following each of 
the fund financial statements.

Fiduciary Funds - RSU #12 is the trustee, or fiduciary, for money raised by student activities. All of RSU 
#12’s fiduciary activities are reported in a separate Statement of Fiduciary Net Position (Statement 7).   
These resources are excluded from RSU #12’s other financial statements because RSU #12 cannot use 
these assets to finance its operations. RSU #12 is only responsible for ensuring that the assets reported 
in these funds are used for their intended purposes.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis begins with the following summary and focuses on the net position (Statement 1) and changes in 
net position (Statement 2) of the School Unit’s governmental activities.

NET POSITION

2016 2015

Current and other assets 1,790,407$      2,572,149$      
Capital assets 23,735,337      23,580,075      

Total assets 25,525,744      26,152,224      

Deferred outflows of resources 498,498           486,309           

Long-term liabilities 18,596,500      19,615,097      
Other liabilities 2,230,891        2,577,332        

Total liabilities 20,827,391      22,192,429      

Deferred inflows of resources 67,794              345,550           

Net investment in capital assets 6,444,421        5,764,734        
Restricted 98,234              236,431           
Unrestricted (1,413,598)       (1,900,611)       

Total net position 5,129,057        4,100,554        



7

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis, Continued

CHANGE IN NET POSITION

2016 2015

Revenues:
Program revenues:

Charges for services 277,733$         288,564$         
Operating grants and contributions 3,050,631        2,774,894        
Capital grants and contributions 206                   120,461           

General revenues:
Municipal allocations 10,274,443      10,000,919      
Intergovernmental 9,279,832        9,089,582        
Miscellaneous 194,136           186,983           
Loss on disposal of capital assets (27,662)            -                         

Total revenues 23,049,319      22,461,403      

Expenses:
Regular instruction 9,629,402        9,897,360        
Special education 3,381,114        3,584,359        
Career and technical education 187,221           152,722           
Other instruction 114,867           102,309           
Student & staff support 706,967           623,840           
System administration 526,576           611,518           
School administration 668,751           558,303           
Transportation 1,230,701        1,212,157        
Facilities maintenance 1,947,278        1,753,224        
Adult education 73,114              70,775              
School lunch program 511,843           490,345           
Special State & Federal funds 1,622,127        1,451,437        
Maine PERS 856,209           992,156           
Interest on debt 519,932           691,036           
Capital maintenance expenses 44,714              180,578           

Total expenses 22,020,816      22,372,119      

Special item -                         492,946           

Change in net position $ 1,028,503        $ 582,230           

RSU #12’s net position was $5,129,057 at June 30, 2016 (Statement 1).  The Statement of Activities (Statement 
2) also shows the revenues from Municipal allocations of $10,274,443 and Intergovernmental of $9,279,832.

GENERAL FUND BUDGETARY HIGHLIGHTS

As Statement 6 indicates, RSU #12 received $372,117 less in revenues than what was budgeted.  The budget 
included expected cash payments from the Town of Wiscasset according to the terms of the withdrawal 
agreement.  Proper accounting treatment required those cash receipts to be recognized in the prior year as a 
receivable.  Removing the effects of the withdrawal payments, actual revenue would have exceeded the budget 
due to additional workers compensation refunds, insurance recoveries, and other administrative service 
revenue. 
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis, Continued

Expenditures were $786,026 less than anticipated primarily due to savings in wages and benefits and outside 
tuitions.

RSU #12 ended the year with a net general fund balance of $56,217.

SPECIAL REVENUE FUNDS

School Lunch Program detail transactions related to resources obtained and used in providing student lunches. 
They include salaries for cafeteria personnel and the cost of food and supplies.  Details of the School Lunch
Program may be seen under the Governmental Funds section of the audit report.

Adult Education Funds detail activities and transactions relating to the adult education program.  Revenues are 
obtained from State subsidies, Federal grants, local appropriations and registration fees.  The Adult Education 
program provides classes for GED students, vocational education students and classes taken for enjoyment.  
Details of the Adult Education Program may be seen under the Governmental Funds section of the audit report.

Federal and Other Special Revenue Funds detail transactions related to resources obtained from Federal, State 
or Local Grants.  They are often restricted in purpose and must be accounted for separately.  See Exhibit C for a 
list of grants received.

CAPITAL ASSETS

As of June 30, 2016, RSU #12 had $23,735,337 invested in capital assets (net of accumulated depreciation) 
consisting primarily of buildings, equipment, and vehicles.  This amount represents a net increase of 0.65% from 
last year.  The increase can be attributed primarily to current year energy efficiency upgrades of $794,272.  
Current year depreciation was $797,772.

LONG-TERM DEBT

RSU #12 had six bonds and loans payable and six capital leases outstanding at fiscal year-end for a total of 
$17,296,782.  The net obligation payable decreased from the prior year by $1,318,697 as the RSU paid-off 
$1,363,411 and added two new leases for $44,714 to finance the addition of computer equipment.  

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

In 2016-2017, the budgeted expenses include a modest increase of approximately 2.9%.  Similarly, the local 
share of revenues increased by a comparable amount as increases in grants and subsidy were not enough to 
offset increased costs. 

For Fiscal Year 2016-2017, we have not had any unforeseen personnel needs.  We have, however seen higher 
than usual repair and maintenance costs for our fleet of buses.  These costs will be funded through the use of 
the contingency fund and any other savings we can identify in our budget.

The RSU is taking part in the Pre-K Expansion Collaborative Grant with Head Start.  Our percentage is 80% this 
year, up from 69% the initial year.  We have also budgeted $100,000 towards RSU #12’s 20% share.  This may 
not cover it fully, but we will adjust next year increasing it until there is no difference.
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Management’s Discussion and Analysis, Continued

We continue to work diligently towards responsible financial management within the School Unit while ensuring 
that the students of RSU #12 receive the best education possible.
      
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a 
general overview of RSU #12’s finances and to show RSU #12’s accountability for the money it receives. If you 
have questions about this report or need additional financial information, contact RSU #12’s business office, at 
RSU #12, 665 Patricktown Road, Somerville, Maine 04348.



BASIC FINANCIAL STATEMENTS
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Statement of Net Position

June 30, 2016

Governmental

activities

ASSETS

Cash and cash equivalents  $ 1,081,578                   

Accounts receivable 138,154                       

Due from State of Maine 547,125                       

Inventory 7,084                           

Prepaid expenses 16,466                         

Capital assets, not being depreciated 1,950,647                   

Capital assets, net of accumulated depreciation 21,784,690                 

Total assets 25,525,744                 

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows of resources related to pensions 498,498                       

Total deferred outflows of resources 498,498                       

LIABILITIES
Accounts payable 460,699                       

Accrued wages and benefits 1,175,217                   

Accrued compensated absences 454,977                       

Accrued interest 139,998                       

Noncurrent liabilities:

Due within one year 1,333,599                   

Due in more than one year 17,262,901                 

Total liabilities 20,827,391                 

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources related to pensions 67,794                         

Total deferred inflows of resources 67,794                         

NET POSITION

Net investment in capital assets 6,444,421                   

Restricted 98,234                         

Unrestricted (1,413,598)                  

Total net position  $ 5,129,057                   

See accompanying notes to basic financial statements.
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Statement 2

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Statement of Activities
For the year ended June 30, 2016

Net (expense) revenue and

Program revenues changes in net position

Operating Capital Primary Government

Charges for grants and grants and Governmental

Function/programs Expenses services contributions contributions activities

Governmental activities:

Regular instruction  $ 9,629,402      117,931      -                              -                              (9,511,471)                                

Special education 3,381,114      -                    41,089                  -                              (3,340,025)                                

Career and technical education 187,221         -                    -                              -                              (187,221)                                   

Other instruction 114,867         -                    -                              -                              (114,867)                                   

Student and staff support 706,967         -                    -                              -                              (706,967)                                   

System administration 526,576         -                    -                              -                              (526,576)                                   

School administration 668,751         -                    -                              -                              (668,751)                                   

Transportation 1,230,701      34,709        -                              -                              (1,195,992)                                

Facilities maintenance 1,947,278      -                    -                              -                              (1,947,278)                                

Adult education 73,114            4,972           30,030                  -                              (38,112)                                      

Special State and Federal funds 1,622,127      -                    1,783,695             -                              161,568                                     

School Lunch Program 511,843         120,121      339,608                -                              (52,114)                                      

MainePERS - on-behalf payments 856,209         -                    856,209                -                              -                                                  

Interest on debt 519,932         -                    -                              -                              (519,932)                                   

Capital maintenance expenses 44,714            -                    -                              206                        (44,508)                                      

Total governmental activities 22,020,816    277,733      3,050,631             206                        (18,692,246)                              

Total primary government  $ 22,020,816    277,733      3,050,631             206                        (18,692,246)                              

General revenues:

Municipal allocations  $ 10,274,443                               

Intergovernmental 9,279,832                                 

Miscellaneous 194,136                                     

Loss on disposal of capital assets (27,662)                                      

Total general revenues and loss on disposal 19,720,749                               

Change in net position 1,028,503                                 

Net position--beginning 4,100,554                                 

Net position--ending  $ 5,129,057                                 

See accompanying notes to basic financial statements.
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Statement 3

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Balance Sheet

Governmental Funds
June 30, 2016

Energy Other 

Improvement Governmental

General Fund Funds Totals

ASSETS

Cash and cash equivalents  $ 1,026,248          -                           55,330                1,081,578          

Accounts receivable 97,325                -                           40,829                138,154             

Due from State of Maine 136                     -                           546,989             547,125             

Prepaid expenditures 16,466                -                           -                           16,466                

Interfund loans receivable 320,337             34,085                84,422                438,844             

Inventory -                           -                           7,084                  7,084                  

Total assets  $ 1,460,512          34,085               734,654             2,229,251          

LIABILITIES

Accounts payable 356,152             28,219 76,141                460,512             

Accrued wages and benefits 1,048,143          -                           127,074             1,175,217          

Interfund loans payable -                           -                           439,031             439,031             

Total liabilities 1,404,295          28,219                642,246             2,074,760          

FUND BALANCE

Nonspendable 16,466                -                           -                           16,466                

Restricted -                           5,866                  98,234                104,100             

Committed -                           -                           139,752             139,752             

Unassigned 39,751                -                           (145,578)            (105,827)            

Total fund balances 56,217                5,866                  92,408                154,491             

Total liabilities and fund balances  $ 1,460,512          34,085               734,654             

Amounts reported for governmental activities in the statement of net position are different because:

Capital assets used in governmental activities are not financial resources and, therefore,

are not reported in the funds. 23,735,337        

Long-term liabilities that are not due and payable in the current

period and therefore are not reported in the funds:

Accrued compensated absences (454,977)            

Accrued interest (139,998)            

Net pension liability, including deferred outflows and inflows of resources (869,014)            

Capital leases (1,878,068)         

Bonds and loans payable (15,418,714)      

Net position of governmental activities 5,129,057$       

See accompanying notes to basic financial statements.
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Statement 4

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the year ended June 30, 2016

Energy Other 

Improvement Governmental

General Fund Funds Totals

Revenues:

Municipal allocations  $ 10,232,107      -                           42,336              10,274,443      

Intergovernmental 10,177,130      -                           2,143,207        12,320,337      

Charges for services 152,640           -                           125,093           277,733           

Other revenues 194,136           -                           10,332              204,468           

Total revenues 20,756,013      -                           2,320,968        23,076,981      

Expenditures:

Current:

Regular instruction 9,563,628        -                           -                        9,563,628        

Special education 3,381,114        -                           -                        3,381,114        

Career and technical education 187,221           -                           -                        187,221           

Other instruction 114,867           -                           -                        114,867           

Student and staff report 704,655           -                           -                        704,655           

System administration 535,372           -                           -                        535,372           

School administration 690,676           -                           -                        690,676           

Transportation 1,102,743        -                           -                        1,102,743        

Facilities maintenance 1,419,214        -                           -                        1,419,214        

Adult education -                        -                           71,226              71,226              

Special State and Federal funds -                        -                           1,784,151        1,784,151        

School Lunch Program -                        -                           511,153           511,153           

MainePERS - on-behalf payments 856,209           -                           -                        856,209           

Debt service 1,736,405        -                           -                        1,736,405        

Capital outlay 44,714              794,272 -                        838,986           

Total expenditures 20,336,818      794,272             2,366,530        23,497,620      

Excess (deficiency) of revenues over (under) expenditures 419,195           (794,272)            (45,562)            (420,639)          

Other financing sources (uses):

Capital lease proceeds 44,714              -                           -                        44,714              

Transfers in 5,400                -                           51,424              56,824              

Transfers out (51,424)            -                           (5,400)              (56,824)            

Total other financing sources (uses) (1,310)              -                           46,024              44,714              

Net change in fund balances 417,885           (794,272)            462                   (375,925)          

Fund balances (deficit), beginning of year (361,668)          800,138             91,946              530,416           

Fund balances, end of year  $ 56,217             5,866                  92,408             154,491           

See accompanying notes to basic financial statements.
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Statement 5

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Reconciliation of the Statement of Revenues, Expenditures,

and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the year ended June 30, 2016

Net change in fund balances--total governmental funds (from Statement 4)  $ (375,925)               

Amounts reported for governmental activities in the statement of

activities are different because:

Governmental funds report capital outlays as expenditures.

However, in the statement of activities, the cost of those assets

is allocated over their estimated useful lives as depreciation

expense.  This is the amount by which capital asset additions 

($980,696) exceeded depreciation expense ($797,772) and loss on 

disposal of capital assets ($27,662). 155,262                

Debt and capital lease proceeds provide current financial resources to

governmental funds, but issuing debt increases long-term

liabilities in the statement of net position.  Repayment of debt

principal is an expenditure in the governmental funds, but the

repayment reduces long-term liabilities in the statement of net

position.  This is the amount by which principal repayments ($1,363,411)

exceeded loan and lease proceeds of ($44,714). 1,318,697             

Some expenses reported in the statement of activities do not require the 

use of current financial resources and therefore are not reported as

expenditures in the governmental funds.  This is the decrease in net 

pension liability with the related changes in deferred outflows and 

inflows of resources. (10,155)                 

Some expenses reported in the statement of activities do not

require the use of current financial resources and therefore are

not reported as expenditures in governmental funds.  This is

the decrease in accrued interest ($6,899) and increase in accrued 

compensated absences ($66,275). (59,376)                 

Change in net position of governmental activities (see Statement 2)  $ 1,028,503             

See accompanying notes to basic financial statements.

17



Statement 6

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Statement of Revenues, Expenditures and Changes in Fund Balance--

Budget and Actual - Budgetary Basis

General Fund
For the year ended June 30, 2016

 Variance with 

 final budget 

 positive 

Original Final Actual  (negative) 

Revenues:

Municipal allocations  $ 10,228,917  10,228,917   10,232,107   3,190                  

Intergovernmental 9,373,004     9,373,004     9,320,921     (52,083)              

Tuition and fees 160,000        160,000        117,931         (42,069)              

Other revenues 510,000        510,000        228,845         (281,155)            

Total revenues 20,271,921  20,271,921   19,899,804   (372,117)            

Expenditures:

Current:

Regular instruction 10,324,151  10,151,672   9,563,628     588,044             

Special education 3,478,841     3,478,841     3,381,114     97,727                

Career and technical education 172,686        187,221        187,221         -                           

Other instruction 118,485        118,485        114,867         3,618                  

Student and staff support 727,689        727,689        704,655         23,034                

System administration 608,975        608,975        535,372         73,603                

School administration 672,802        690,676        690,676         -                           

Transportation 1,018,996     1,102,743     1,102,743     -                           

Facilities maintenance 1,370,593     1,419,214     1,419,214     -                           

Debt service 1,728,703     1,736,405     1,736,405     -                           

Total expenditures 20,221,921  20,221,921   19,435,895   786,026             

Excess (deficiency) of revenues over (under) expenditures 50,000          50,000          463,909         413,909             

Other financing sources (uses):

Transfers in -                     -                      5,400             5,400                  

Transfers out (50,000)         (50,000)         (51,424)          (1,424)                

Total other financing sources (uses) (50,000)         (50,000)         (46,024)          3,976                  

Net change in fund balance -                     -                      417,885         417,885             

Fund balance (deficit), beginning of year (361,668)        

Fund balance, end of year $ 56,217           

See accompanying notes to basic financial statements.

Budget

General Fund
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Statement 7

Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2016

Agency

Funds

ASSETS

Cash and cash equivalents  $ 60,259       

Interfund loans receivable 187

Total assets 60,446       

LIABILITIES

Amount held for student groups 60,446       

Total liabilities 60,446       

NET POSITION
Held in trust $ -                  

See accompanying notes to basic financial statements.

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12
Notes to Basic Financial Statements

THE REPORTING ENTITY

Sheepscot Valley Regional School Unit No. 12 was organized in 2009 under the laws of the State of Maine.  The 
School Unit is administered by a seventeen member Board of Directors and encompasses the Towns of Alna, 
Chelsea, Palermo, Somerville, Westport Island, Whitefield, and Windsor.  As of July 1, 2014, the Town of 
Wiscasset School Department is no longer part of the School Unit.

This report includes all funds of the School Unit.  An analysis of certain criteria was made to determine if other 
governmental units should be included in this report.  In evaluating how to define the reporting entity for 
financial reporting purposes, management has considered all potential component units.  The criterion used 
defines the reporting entity as the primary government and those component units for which the primary 
government is financially accountable.  Financial accountability is defined as appointment of a voting majority of 
the component unit's board, and either a) the ability to impose will by the primary government, or b) the 
possibility that the component unit will provide a financial benefit to or impose a financial burden on the 
primary government. Application of this criterion and determination of type of presentation involves 
considering whether the activity benefits the government and/or its citizens, or whether the activity is 
conducted within the geographic boundaries of the government and is generally available to its citizens.  

It is the School Unit's judgment, based on all pertinent facts derived from the analysis of these criteria, that 
there are no entities that would be considered potential component units within the School Unit that should be 
included as part of these financial statements.  

The School Unit provides a full range of educational services that includes instruction, transportation, operation 
and maintenance of plant and equipment, student and staff support services, school lunch program, and general 
administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Sheepscot Valley Regional School Unit No. 12 conform to generally accepted 
accounting principles as applicable to governmental units.  The following is a summary of the more significant of 
such policies:

A. Basis of Presentation

The School Unit’s basic financial statements consist of government-wide statements, including a statement 
of net position and a statement of activities, and fund financial statements which provide a more detailed 
level of financial information.

1. Government-wide Financial Statements:

The statement of net position and the statement of activities display information about the School Unit
as a whole.  These statements include the financial activities of the primary government, except for 
fiduciary funds.

The statement of net position presents the financial condition of the governmental activities of the 
School Unit at year-end.  The statement of activities presents a comparison between direct expenses 
and program revenues for each program or function of the School Unit’s governmental activities.  
Direct expenses are those that are specifically associated with a service, program or department and 
therefore clearly identifiable to a particular function.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Program revenues include charges paid by the recipient of the goods or services offered by the 
program, grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular program and interest earned on grants that is required to be used to 
support a particular program.  Revenues which are not classified as program revenues are presented as 
general revenues of the School Unit.  The comparison of direct expenses with program revenues 
identifies the extent to which each governmental function is self-financing or draws from the general 
revenues of the School Unit.

2. Fund Financial Statements:

During the year, the School Unit segregates transactions related to certain School Unit functions or 
activities in separate funds in order to aid financial management and to demonstrate legal compliance. 
Fund financial statements are designed to present financial information of the School Unit at this more 
detailed level.  The focus of governmental fund financial statements is on major funds.  Each major 
fund is presented in a separate column.  Nonmajor funds are aggregated and presented in a single 
column.  The fiduciary funds are reported by type.

B. Fund Accounting

The School Unit uses funds to maintain its financial records during the fiscal year.  A fund is defined as a 
fiscal and accounting entity with a self-balancing set of accounts.  There are two categories of funds:  
governmental and fiduciary.

1. Governmental Funds:

Governmental funds are those through which most governmental functions typically are financed. 
Governmental fund reporting focuses on the sources, uses and balances of current financial resources. 
Expendable assets are assigned to the various governmental funds according to the purposes for which 
they may or must be used.  Current liabilities are assigned to the fund from which they will be paid.  
The difference between governmental fund assets and liabilities is reported as fund balance.  The 
following are the School Unit’s major governmental funds:

General Fund - The General Fund is the general operating fund of the School Unit.  All revenues not 
allocated by law or contractual agreement to another fund are accounted for in this fund.  From the 
fund are paid the general operating expenditures, the fixed charges, and the capital improvement 
costs not paid through other funds.

Energy Improvement Fund - The Energy Improvement Fund is used to track the lease purchase 
proceeds and related expenditures for the energy improvements completed at the various schools 
within the School Unit.

2.  Fiduciary and Agency Fund Types:

Fiduciary fund reporting focuses on net position and changes in net position.  The fiduciary fund 
category is split into four classifications:  pension-trust funds, investment-trust funds, private-purpose 
trust funds and agency funds.  The agency fund is custodial in nature (assets equal liabilities) and does 
not involve measurement of results of operations.  The School Unit’s agency fund accounts for those 
student activity programs which have student participation in the activity and have students involved in 
the management of the program.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

C. Measurement Focus

1. Government-wide Financial Statements:

The government-wide financial statements are prepared using the economic resources measurement 
focus.  All assets and liabilities associated with the operation of the School Unit are included on the 
Statement of Net Position.

2. Fund Financial Statements:

All governmental funds are accounted for using a flow of current financial resources measurement 
focus. With this measurement focus, only current assets and current liabilities generally are included on 
the balance sheet.  The statement of revenues, expenditures, and changes in fund balances reports on 
the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and other financing 
uses) of current financial resources.  This approach differs from the manner in which the governmental 
activities of the government-wide financial statements are prepared.  Governmental fund financial 
statements therefore include a reconciliation with brief explanations to better identify the relationship 
between the government-wide statements and the statements for governmental funds.

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the financial statements.  Government-wide financial statements are prepared using the accrual basis of 
accounting. Governmental funds use the modified accrual basis of accounting.  Fiduciary funds use the 
accrual basis of accounting.  Differences in the accrual and the modified accrual basis of accounting arise in 
the recognition of revenue, the recording of deferred revenue, and in the presentation of expenses versus 
expenditures.

1. Revenues – Exchange and Non-exchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal 
value, is recorded on the accrual basis when the exchange takes place.  On a modified accrual basis, 
revenue is recorded in the fiscal year in which the resources are measurable and become available.  
Available means that the resources will be collected within the current fiscal year or are expected to be 
collected soon enough thereafter to be used to pay liabilities of the current fiscal year.  For the School 
Unit, available means expected to be received within sixty days of fiscal year-end.

Nonexchange transactions, in which the School Unit receives value without directly giving equal value in 
return, include municipal allocations, grants, entitlements, and donations.  Revenue from grants, 
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have 
been satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School Unit must provide local resources to be used for a specified purpose, and 
expenditure requirements, in which the resources are provided to the School Unit on a reimbursement 
basis.  On a modified accrual basis, revenue from nonexchange transactions must also be available 
before it can be recognized.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Under the modified accrual basis, the following revenue sources are considered to be both measurable 
and available at fiscal year-end:  municipal allocations available as an advance, interest, grants, and 
student fees.

2. Expenses/Expenditures:

On the accrual basis of accounting, expenses are recognized at the time they are incurred.  The 
measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses.  Expenditures are generally recognized in the accounting period in 
which the related fund liability is incurred, if measurable.  Allocation of costs, such as depreciation and 
amortization are not recognized in governmental funds.

E.  Budgetary Accounting

A budget is formally adopted for the General Fund each year by a referendum vote, and is prepared on a 
basis consistent with U.S. generally accepted accounting principles except for Maine Public Employees 
Retirement System (MainePERS) – on-behalf payments as described later in these notes.  Other special 
revenue funds and capital project funds do not have legally adopted budgets but have adopted budgets 
through formal authorizations by the Board of Directors and through grant agreements.

Interfund Transactions - During the course of normal operations, the School Unit has several transactions 
between funds including expenditures and transfers of resources to provide services.  These transactions are 
reported as transfers.

Inventories - School Lunch inventories are valued at the lower of cost (first-in, first-out basis) or market.  
Inventories include the value of the U. S. Department of Agriculture commodities donated to the School Lunch 
Program.

Compensated Absences - Under terms of personnel policies, sick leave is granted in varying amounts according 
to length of service.  In some cases, employees are entitled to payment for unused sick leave upon termination 
or retirement.  Compensated absences are accrued when incurred in the government-wide financial statements.  
A liability for these amounts is reported in government funds only if they have matured, for example, as a result 
of employee resignations and retirements.

Deferred Inflows and Outflows of Resources - In addition to assets and liabilities, the statement of net position 
will sometimes report separate sections for deferred outflows of resources and deferred inflows of resources.  
These separate financial statement elements, deferred outflows of resources and deferred inflows of resources, 
represent a consumption or acquisition of net position that applies to a future period(s) and so will not be 
recognized as an outflow of resources (expense) or inflow of resources (revenue) until that time.  The 
governmental activities have deferred outflows and inflows that relate to the net pension liability, which include 
the School Unit’s contributions subsequent to the measurement date, which is recognized as a reduction of the 
net pension liability in the subsequent year.  
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

They also include changes in assumptions, differences between expected and actual experience, and changes in 
proportion and differences between the School Unit’s contributions and proportionate share of contributions,
which are deferred and amortized over the average expected remaining service lives of active and inactive 
members in the plan.  Also included is the net difference between projected and actual earnings on pension plan 
investments, which is deferred and amortized over a five-year period.  

Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expense, information about the fiduciary net position of 
the Maine Public Employees Retirement System State Employee and Teacher Plan (SET Plan) and additions 
to/deductions from the Plan’s fiduciary net position have been determined on the same basis as they are 
reported by the Plan. For this purpose, benefit payments (including refunds of employee contributions) are 
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.

Fund Equity - Governmental Fund fund balance is reported in five classifications that comprise a hierarchy based 
primarily on the extent to which the School Unit is bound to honor constraints on the specific purposes for 
which those funds can be spent.  The five classifications of fund balance for the Governmental Funds are as 
follows:

 Nonspendable – resources which cannot be spent because they are either a) not in spendable form or; 
b) legally or contractually required to be maintained intact.

 Restricted – resources with constraints placed on the use of resources which are either a) externally 
imposed by creditors (such as through debt covenants), grantors, contributors or laws or regulations of 
other governments or; b) imposed by law through constitutional provisions or enabling legislation.

 Committed – resources which are subject to limitations the School Unit imposes on itself at its highest 
level of decision making authority, and that remain binding unless removed in the same manner.  

 Assigned – resources that are constrained by the School Unit’s intent to be used for specific purposes, 
but are neither restricted nor committed.

 Unassigned – resources which have not been assigned to other funds and that have not been restricted, 
committed, or assigned to specific purposes within the General Fund.  The General Fund should be the 
only fund that reports a positive unassigned fund balance amount.

The Board of Directors have the responsibility for committing fund balance amounts and likewise would be 
required to modify or rescind those commitments.  Similarly, the Superintendent has the authority to assign 
fund balance amounts and can modify such assignments as necessary.

Although not a formal policy, when both restricted and unrestricted resources are available for use, it is the School 
Unit’s practice to use restricted resources first, then unrestricted resources as they are needed.  When committed, 
assigned, and unassigned resources are available for use, it is the School Unit’s intent to use committed or assigned 
resources first, and then unassigned resources as they are needed.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Capital Assets - Capital assets result from expenditures in the governmental funds.  These assets are reported in 
the governmental activities column of the government-wide statement of net position but are not reported in 
the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements 
during the year.  Donated capital assets are recorded at their fair values as of the date received.  The School Unit
does not possess any material infrastructure.  Improvements are capitalized; the costs of normal maintenance 
and repairs that do not add to the value of the asset or materially extend an asset’s life are not.

All reported capital assets except for land are depreciated.  Depreciation is computed using the straight-line 
method over the following useful lives:

Capitalization
Description                    Estimated lives threshold

Land improvements 10-80 years $ 5,000
Buildings and improvements 10-80 years 5,000
Furniture and fixtures 5-30 years 5,000
Equipment    5-30 years 5,000
Vehicles 5-12 years 5,000

Use of Estimates - Preparation of the School Unit’s financial statements requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent items at the date of the financial statements and the reported amounts of revenues and 
expenses/expenditures during the reporting period.  Actual results could differ from those estimates.

Comparative Data/Reclassifications - Comparative data for the prior year have been presented only for certain 
funds in the fund financial statements in order to provide an understanding of the changes in the financial 
position and operations of these funds.  

Net Position - Net position represents the difference between assets and liabilities.  Net investment in capital 
assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of bonds 
and capital leases payable and adding back any unspent proceeds.  Net position is reported as restricted when 
there are limitations imposed on their use either through the enabling legislations adopted by the School Unit or 
through external restrictions imposed by creditors, grantors or laws or regulations of other governments.  The 
School Unit’s net investment in capital assets was calculated as follows at June 30, 2016:

Capital assets $ 32,183,932  
Accumulated depreciation (8,448,595)
Bonds and loans payable (15,418,714)   
Capital leases (1,878,068)
Unspent lease proceeds 5,866

Net investment in capital assets $   6,444,421
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STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Basis vs. GAAP Basis – General Fund

The School Unit's General Fund budget is prepared on a basis consistent with generally accepted 
accounting principles (U.S. GAAP) except for Maine Public Employees Retirement System (MainePERS) –
on-behalf payments which are not budgeted. The Combined Statement of Revenues, Expenditures, and 
Changes in Fund Balance - Budget and Actual (Statement 6) is prepared on the budgetary basis.  

Also, as required by generally accepted accounting principles (GAAP), the School Unit has recorded a 
revenue and expenditure for MainePERS contributions made by the State of Maine on behalf of the School 
Unit.  These amounts have not been budgeted in the General Fund and result in a difference in reporting on 
a budgetary basis of accounting vs. reporting under accounting principles generally accepted in the United 
States of America of $856,209.  These amounts have been included as intergovernmental revenue and an 
education expense/expenditure on Statement 2 and in the General Fund on Statement 4 (GAAP basis).  
There is no effect on the net position/fund balance at the end of the year.

B. Deficit Fund Balances

The following funds had deficits at June 30, 2016:

Adult Education Fund $ 131,330   
FAME 373
Other Grants/Donations 914
Galen Cole Reading Recovery 1,842
Reading Recovery 72
PEPG Development Grant 64
College Transition 10,983

These deficits will be funded with future revenues anticipated in 2016-2017.

DEPOSITS

Custodial credit risk – In the case of deposits, this is the risk that in the event of a bank failure, the School Unit’s 
deposits may not be returned to it.  The School Unit does not have a deposit policy for custodial credit risk.  As 
of June 30, 2016, the School Unit reported deposits of $1,141,837 with a bank balance of $1,448,155.  As of June 
30, 2016, none of the School Unit’s bank balance of $1,448,155 was exposed to custodial credit risk whereas 
$1,098,399 was collateralized by underlying securities held by the related bank in the School Unit’s name and 
the remaining $349,756 was insured by the FDIC.  

Interest rate risk – The School Unit does not have a deposit policy for interest rate risk.

Deposits have been reported as follows:

Reported in governmental funds $ 1,081,578
Reported in fiduciary funds 60,259

Total deposits $ 1,141,837
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INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

During the course of normal operations, the School Unit has numerous transactions between funds including 
expenditures and transfers.  Most actual cash transactions occur in the general fund; the use of interfund 
accounts ensures that activity is reflected in the proper fund. Individual fund interfund receivables and payables 
balances and interfund transfers at June 30, 2016 arising from these transactions were as follows:

Fund Receivables Payables Transfers

General Fund $ 320,337   -   (46,024)
Energy Improvement Fund 34,085 -   -   
School Lunch Program -   11,012  51,424
Federal and Other Special Revenue Funds -   274,817 (5,400)
Adult Education Fund -   153,202 -   
Minor Capital Projects 84,422 -   -
Agency Funds 187 -   -  

          Total $ 439,031 439,031 -      

CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2016 was as follows:

                                                                                               Balance                                                         Balance
                                                                                           07/01/15    Increases       Decreases        06/30/16

Governmental Activities
Capital asset, not being depreciated:                                       
    Land $  245,301 -   -   245,301   

Construction in progress 911,074   794,272 -   1,705,346
Total capital assets, not being depreciated 1,156,375 794,272 -   1,950,647

Capital assets, being depreciated:
    Land improvements 115,420 4,425   -   119,845
    Buildings and improvements 26,623,971 128,459 -   26,752,430
    Furniture and fixtures 13,876 -   -   13,876
   Equipment 1,037,650 53,540  -   1,091,190
   Vehicles 2,419,022 -   163,078  2,255,944
Total capital assets, being depreciated 30,209,939 186,424  163,078   30,233,285

Less accumulated depreciation:
    Land improvements 69,215 4,257   -   73,472   
    Buildings and improvements 5,329,946 619,237 -   5,949,183  
    Furniture and fixtures 5,119 1,807 -   6,926
    Equipment 776,796 44,513 -   821,309
    Vehicles 1,605,163 127,958 135,416 1,597,705
Total accumulated depreciation 7,786,239 797,772 135,416 8,448,595

Capital assets, being depreciated, net 22,423,700 (611,348) 27,662 21,784,690  

Governmental activities capital assets, net $ 23,580,075 182,924 27,662 23,735,337
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CAPITAL ASSETS, CONTINUED

Depreciation expense was charged to governmental functions as follows:

Regular instruction $ 24,185   
Student and staff support 2,312
System administration 30
School administration 9,635   
Transportation 127,958
Facilities maintenance 628,674
Adult education 1,888
School lunch program 3,090

Total depreciation expense $ 797,772

LONG-TERM DEBT

A. Changes in Long-term Liabilities

The following is a summary of long-term liability transactions of the School Unit for the year ended June 
30, 2016: 

Beginning   Ending Due within
balance Additions     Deletions     balance        one year

Governmental activities:
Bonds and loans payable $ 16,628,288 -   1,209,574  15,418,714 1,209,402
Capital leases 1,987,191 44,714 153,837  1,878,068 124,197
Net pension liability 999,618 300,100 -   1,299,718 -   
Accrued compensated absences 388,702 66,275  -   454,977 -      

Governmental activities
    long-term liabilities $ 20,003,799 411,089 1,363,411 19,051,477 1,333,599

B. Bonds and Loans Payable

Bonds and loans payable at June 30, 2016 are comprised of the following individual issues:

Date of Amount Interest Maturity Balance
issue issued rate date 06/30/16

Bonds and loans payable:
Windsor School construction 2013 $  4,710,312 3.00-7.00% 11/01/2024 3,532,734
Chelsea School construction 2013 13,743,695 2.13-5.63% 11/01/2031 11,573,638
Two school buses 2013 163,370 2.40% 08/01/2016 17,104
Two school buses 2013 167,885 2.45% 08/28/2017 22,568
Two school buses 2015 170,660 2.85% 07/01/2019 137,366
Two school buses 2015 168,098 2.85% 07/01/2019 135,304

Total bonds and loans payable $ 15,418,714
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LONG-TERM DEBT, CONTINUED

C. Capital Leases

The School Unit has entered into several lease agreements as lessee for financing the acquisition of building 
improvements, copiers, and other equipment.  These leases qualify as capital leases for accounting purposes 
and, therefore, have been recorded at the present value of the future minimum lease payments as of the 
date of its inception.  

The amount capitalized under capital leases is $2,129,504 and includes energy improvement equipment, 
photocopiers, a phone system, and computer equipment.

Capital lease obligations for the School Unit at June 30, 2016 are comprised of the following:

Phone System: interest rate 3.15%;
Maturity date: April 14, 2019   $  28,182
HVAC equipment: interest rate 6.19%;
Maturity date: March 26, 2035 1,665,635
Computer equipment: Interest rate 5.66%;
Maturity date:  July 24, 2016 20,199
Photocopiers: interest rate 2.79%;
Maturity date: August 1, 2019 135,062
Computer equipment: Interest rate 5.60%;
Maturity date:  August 11, 2017 13,816
Computer equipment: Interest rate 5.60%;
Maturity date:  August 7, 2017 15,174

                        Total $ 1,878,068

The annual requirements to amortize all long-term liabilities outstanding as of June 30, 2016 are as follows:

Bonds and Loans Payable Capital Leases
Year ended June 30, Principal Interest Principal Interest

2017 $  1,209,402 597,614 124,197 110,527
2018 1,194,468 563,066 108,974 104,407
2019 1,184,994 529,481 98,490 99,167
2020 1,186,991 493,146 93,092 94,529
2021 1,115,878 443,343 61,540 89,960
2022-2026 5,186,866 1,435,960 369,783 387,721
2027-2031 3,616,762 528,423 499,303 258,200
2032-2035 723,353 14,532 522,689 83,313    

Totals $ 15,418,714 4,605,565 1,878,068 1,227,824
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SHORT-TERM DEBT

The School Unit obtains a line of credit from a local bank to cover cash shortfalls during each year.  During fiscal 
year 2016, the School Unit drew down on a $1,500,000 line of credit with a maturity date of July 7, 2016.  This 
line of credit accrued interest at 1.75% and was paid off prior to June 30, 2016.  Short-term debt activity for the 
year ended June 30, 2016 was as follows:

Beginning Ending
balance Additions Reductions balance

Line of credit $            -   1,750,000 1,750,000 -   

RISK MANAGEMENT

The School Unit is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets, 
errors and omissions; and natural disasters for which the School Unit either carries commercial insurance or 
participates in a public entity risk pool. Currently, the School Unit participates in a public entity risk pool for its 
workers compensation insurance sponsored by the Maine School Management Association.  Based on the 
coverage provided by the pool, as well as coverage provided by commercial insurance purchased, the School 
Unit is not aware of any material actual or potential claim liabilities which should be recorded at June 30, 2016.

FUND BALANCES

The General Fund unassigned fund balance total of $39,751 represents a portion fund balance that has not been 
assigned to other funds and that has not been restricted, committed or assigned to specific purposes within the 
General Fund.  A negative unassigned fund balance totaling $145,578 is also reported for Other Governmental 
Funds as of June 30, 2016 (see Statement 3).

As of June 30, 2016, fund balance components consisted of the following:

Nonspendable Restricted Committed

General fund - prepaids $ 16,466   -   -   
Other governmental funds:

Energy improvement fund         -   5,866 -   
Federal and other special funds -   98,234 -  
Minor capital projects -   -   139,752

Totals $ 16,466   104,100 139,752    
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MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM

General Information about the Pension Plan

Plan Description - Teaching-certified employees of the School Unit are provided with pensions through the 
Maine Public Employees Retirement System State Employee and Teacher Plan (SET Plan), a cost-sharing 
multiple-employer defined benefit pension plan, administered by the Maine Public Employees Retirement 
System (MPERS).  Benefit terms are established in Maine statute.  MPERS issues a publicly available financial 
report that can be obtained at www.mainepers.org.

Benefits Provided - The SET Plan provides defined retirement benefits based on members’ average final 
compensation and service credit earned as of retirement.  Vesting (i.e., eligibility for benefits upon reaching 
qualification) occurs upon the earning of five years of service credit.  In some cases, vesting occurs on the 
earning of one year of service credit immediately preceding retirement at or after normal retirement age.    For 
SET members, normal retirement age is 60, 62, or 65.  The normal retirement age is determined by whether a 
member had met certain creditable service requirements on specific dates, as established by statute.  The 
monthly benefit of members who retire before normal retirement age by virtue of having at least 25 years of 
service credit is reduced by a statutorily prescribed factor for each year of age that a member is below her/his 
normal retirement age at retirement.  MPERS also provides disability and death benefits, which are established 
by statute.

Contributions - Employee contribution rates are defined by law or Board rule and depend on the terms of the 
plan under which an employee is covered.  Employer contributions are determined by actuarial valuations.  The 
contractually required contribution rates are actuarially determined as an amount that, when combined with 
employee contributions, is expected to finance the costs of benefits earned by employees during the year, with 
an additional amount to finance any unfunded accrued liability.  

SET Plan - Maine statute requires the State to contribute a portion of the School Unit’s contractually 
required contributions.  Employees are required to contribute 7.65% of their annual pay. The School Unit’s 
contractually required contribution rate for the year ended June 30, 2016, was 13.38% of annual payroll of 
which 3.36% of payroll was required from the School Unit and 10.02% was required from the State.  
Contributions to the pension plan from the School Unit were $229,242 for the year ended June 30, 2016.

Pension Liability, Pension Expense, and Deferred Outflows and Deferred Inflows of Resources Related to 
Pensions 

The net pension liability was measured as of June 30, 2015, and the total pension liability used to calculate the 
net pension liability was determined by actuarial valuations as of that date. The School Unit’s proportion of the 
net pension liability were based on projections of the School Unit’s long-term share of contributions to the 
pension plan relative to the projected contributions of all participating School Administrative Units and the State 
(SET Plan), actuarially determined.
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MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM, CONTINUED

SET Plan - At June 30, 2016, the School Unit reported a liability for its proportionate share of the net pension 
liability that reflected a reduction for State pension support provided to the School Unit.  The amount 
recognized by the School Unit as its proportionate share of the net pension liability, the related State 
support, and the total portion of the net pension liability that was associated with the School Unit were as 
follows:

School Unit’s proportionate share of the net pension liability        $   1,299,718
State’s proportionate share of the net pension liability

   associated with the School Unit     6,559,061

Total $ 7,858,779

At June 30, 2015, the School Unit’s proportion of the SET Plan was 0.0963%.

For the year ended June 30, 2016, the School Unit recognized pension expense of $922,999 and revenue of 
$683,602 for support provided by the State.  At June 30, 2016, the School Unit reported deferred outflows of 
resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows 
of Resources of Resources

Differences between expected and 
   actual experience $           -   9,024   
Changes of assumptions 35,812 -   
Net difference between projected and actual
   earnings on pension plan investments -   58,770
Changes in proportion and differences 
   between School Unit contributions and
   proportionate share of contributions 233,444 -    
School Unit contributions subsequent to the 
   measurement date 229,242 -

      Total $ 498,498 $ 67,794

An amount of $229,242 is reported as deferred outflows of resources related to pensions resulting from School 
Unit contributions subsequent to the measurement date and will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2017. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:

Year ended June 30:

2017 $ 204,461
2018 (29,246)
2019 (42,509)
2020 68,756
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MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM, CONTINUED

Actuarial Assumptions - The total pension liability in the June 30, 2015 actuarial valuation was determined using 
the following actuarial assumptions, applied to all periods included in the measurement:

   
Inflation  3.5%
Salary Increases, per year 3.5% to 13.5%
Investment return, per annum, compounded annually 7.125%
Cost of living benefit increases, per annum 2.55%

Mortality rates were based on the RP2000 Combined Mortality Table projected forward to 2015 using Scale AA. 

The actuarial assumptions used in the June 30, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2005 to June 30, 2010. 

The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates of 
return for each major asset class included in the pension plan’s target asset allocation as of June 30, 2015 are 
summarized in the following table:

Long-term Expected
Asset Class Target Allocation Real Rate of Return

US equities 20% 5.2%
Non-US equities 20% 5.5%
Private equity 10% 7.6%
Real estate 10% 3.7%
Infrastructure 10% 4.0%
Hard assets 5% 4.8%
Fixed income 25% 0.7%

     Total 100%

Discount Rate - The discount rate used to measure the total pension liability was 7.125% for the SET Plan. The 
projection of cash flows used to determine the discount rates assumed that employee contributions will be 
made at the current contribution rate and that contributions from participating local districts will be made at 
contractually required rates, actuarially determined. Based on these assumptions, the pension plans’ fiduciary 
net position was projected to be available to make all projected future benefit payments of current active and 
inactive employees. Therefore, the long-term expected rate of return on pension plan investments was applied 
to all periods of projected benefit payments to determine the total pension liability.
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MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM, CONTINUED

Sensitivity of the School Unit’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following presents the School Unit’s proportionate share of the net pension liability calculated using 
the discount rate of 7.125%, as well as what the School Unit’s proportionate share of the net pension liability 
would be if it were calculated using a discount rate that is 1-percentage-point lower (6.125%) or 1 percentage-
point higher (8.125%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
(6.125%) (7.125%) (8.125%)

School Unit’s proportionate share of 
   the net pension liability $ 2,275,499  $ 1,299,718  $ 487,006

Pension Plan Fiduciary Net Position - Detailed information about the pension plan’s fiduciary net position is 
available in the separately issued MPERS financial report. 

Payables to the Pension Plan - None as of June 30, 2016.

SUBSEQUENT EVENTS

On August 17, 2016, the Superintendent executed a loan agreement for two new buses.  The total cost of the 
equipment is $169,716 and will be financed over five years at an interest rate of 2.02%.
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Schedule of School Unit’s Proportionate Share of the Net Pension Liability 
Maine Public Employees Retirement System State Employee and Teacher Plan (SET)

Last 10 Fiscal Years*

2016** 2015**
SET Plan
School Unit’s proportion of the 
     net pension liability 0.0963% 0.0925%
School Unit’s proportionate share of the 
     net pension liability $ 1,299,718 999,618
State’s proportionate share of the net pension liability
    associated with the School Unit 6,559,061 9,578,324

Total $ 7,858,779 10,577,942

School Unit’s covered-employee payroll $ 6,822,380 6,531,637
School Unit’s proportionate share of the net pension liability
   as a percentage of its covered-employee  payroll 19.05% 15.30%
Plan fiduciary net position as a percentage of 
   of the total pension liability 81.18% 83.91%

* Only two years of information available
** The amounts presented for each fiscal year were determined as of the prior fiscal year.
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Schedule of School Unit Contributions
Maine Public Employees Retirement System State Employee and Teacher Plan (SET)

Last 10 Fiscal Years*

2016 2015 2014**
SET Plan
Contractually required contribution $ 229,242 173,088 291,227
Contributions in relation to the 
  contractually required contribution (229,242) (173,088) (291,227)

Contribution deficiency (excess) - - -

School Unit’s covered-employee payroll 6,822,380 6,531,637 10,989,687
Contributions as a percentage of covered-
   employee payroll 3.36% 2.65% 2.65%

* Only three years of information available
** 2014 included the Town of Wiscasset School Department
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Changes of Benefit Terms - None 

Changes of Assumptions - None



COMBINING AND INDIVIDUAL FUND FINANCIAL STATEMENTS

These statements provide a more detailed view of the "basic financial statements" presented in the preceding 

subsection.

Combining statements are presented when there is more than one fund of a given fund type.



GENERAL FUND

The General Fund is the general operating fund of the School Unit.  All revenues that are not allocated by law or 

contractual agreement to another fund are accounted for in this fund. From the fund are paid the general 

operating expenditures, the fixed charges and the capital improvement costs that are not paid through other 

funds.
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

General Fund

Comparative Balance Sheets
June 30, 2016 and 2015

2016 2015

ASSETS

Cash and cash equivalents $ 1,026,248 607,609                    

Accounts receivable 97,325 504,360                    

Due from State of Maine 136                            17,623                      

Prepaid expenditures 16,466 55,749                      

Interfund loans receivable 320,337 -                                 

Total assets  $ 1,460,512                1,185,341                

LIABILITIES

Accounts payable 356,152 270,384                    

Accrued wages and benefits 1,048,143 1,077,441                

Interfund loans payable -                                 199,184                    

Total liabilities 1,404,295                1,547,009                

FUND BALANCE (DEFICIT)

Nonspendable 16,466                      55,749                      

Unassigned 39,751                      (417,417)                  

Total fund balance (deficit) 56,217                      (361,668)                  

Total liabilities and fund balance (deficit)  $ 1,460,512                1,185,341                
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance--Budget and Actual

For the year ended June 30, 2016

2016

Variance

positive 2015

Budget Actual (negative) Actual

Revenues:

Municipal allocations  $ 10,228,917       10,232,107 3,190                 9,933,919         

Intergovernmental:

State subsidy - operating costs 9,373,004          9,279,832 (93,172)              8,994,520         

State agency clients -                          19,061 19,061               82,684               

Medical reimbursement -                          22,028 22,028               12,378               

Total intergovernmental 9,373,004          9,320,921     (52,083)              9,089,582         

Tuitions 160,000             117,931 (42,069)              163,228            

Other revenues:

Transportation -                          34,709 34,709               17,776               

Miscellaneous 510,000             194,136 (315,864)           186,983            

Total other revenues 510,000             228,845         (281,155)           204,759            

Total revenues 20,271,921       19,899,804   (372,117)           19,391,488       

Expenditures:

Current:

Regular instruction 10,151,672       9,563,628     588,044             9,836,973         

Special education 3,478,841          3,381,114     97,727               3,584,359         

Career and technical education 187,221             187,221         -                          152,722            

Other instruction 118,485             114,867         3,618                 102,309            

Student and staff support 727,689             704,655         23,034               621,528            

System administration 608,975             535,372         73,603               611,488            

School administration 690,676             690,676         -                          659,297            

Transportation 1,102,743          1,102,743     -                          1,090,763         

Facilities maintenance 1,419,214          1,419,214     -                          1,169,518         

Debt service 1,736,405          1,736,405 -                          1,804,262         

Total expenditures 20,221,921       19,435,895   786,026             19,633,219       

(with comparative actual amounts for the year ended June 30, 2015)
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 SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12 

 General Fund 

 Statement of Revenues, Expenditures and Changes in Fund Balance 

 Budget and Actual, Continued 

2016

Variance

positive 2015
Budget Actual (negative) Actual

Excess (deficiency) of revenues over

 (under) expenditures $ 50,000           463,909              413,909            (241,731)            

Other financing sources (uses):

Lease Proceeds -                      -                           -                         47,000                

Transfers in -                      5,400                  5,400                -                           

Transfers out (50,000)          (51,424)               (1,424)               (214,484)            

Total other financing sources (uses) (50,000)          (46,024)               3,976                (167,484)            

Net change in fund balance -                      417,885              417,885            (409,215)            

Special item:

Town of Wiscasset withdrawal from

Sheepscot Valley Regional School Unit No. 12 -                           1,703,551          

Fund balance (deficit), beginning of year (361,668)            (1,656,004)         

Fund balance (deficit), end of year $ 56,217                (361,668)            
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Combining Balance Sheet

Other Governmental Funds
June 30, 2016

School Federal and Adult Minor

Lunch Other Special Education Capital

Program Revenue Funds Fund Projects Totals

ASSETS

Cash and cash equivalents  $ -               -                          -                 55,330 55,330             

Accounts receivable 8,287 10,665 21,877 -                   40,829             

Due from State of Maine 21,969    525,020 -                 -                   546,989           

Interfund loans receivable -               -                          -                 84,422 84,422             

Inventory 7,084 -                          -                 -                   7,084               

Total assets  $ 37,340    535,685             21,877      139,752      734,654           

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable 4,872 71,264 5 -                   76,141             

Accrued wages and benefits 21,456 105,618 -                 -                   127,074           

Interfund loans payable 11,012 274,817 153,202 -                   439,031           

Total liabilities 37,340    451,699             153,207    -                   642,246           

Fund balances (deficit):

Restricted -               98,234               -                 -                   98,234             

Committed -               -                          -                 139,752      139,752           

Unassigned -               (14,248)              (131,330)   -                   (145,578)          

Total fund balances (deficit) -               83,986               (131,330)   139,752      92,408             

Total liabilities and fund balances  $ 37,340    535,685             21,877      139,752      734,654           

Special Revenue Funds
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Other Governmental Funds
For the year ended June 30, 2016

School Federal and Adult Minor

Lunch Other Special Education Capital

Program Revenue Funds Fund Projects Totals

Revenues:

Municipal allocations  $ -                      -                          42,336 -                        42,336           

Intergovernmental 339,608 1,773,569          30,030 -                        2,143,207      

Charges for services 120,121 -                          4,972 -                        125,093         

Other revenues -                      10,126               -                        206 10,332           

Total revenues 459,729         1,783,695          77,338             206                  2,320,968      

Expenditures:

Current:

Adult education -                      -                          71,226 -                        71,226           

Special State and Federal funds -                      1,784,151          -                        -                        1,784,151      

School Lunch Program 511,153 -                          -                        -                        511,153         

Total expenditures 511,153         1,784,151          71,226             -                        2,366,530      

Excess (deficiency) of revenues over (under) expenditures (51,424)          (456)                   6,112               206                  (45,562)          

Other financing sources (uses):

Transfers in 51,424 -                          -                        -                        51,424           

Transfers out -                      (5,400)                -                        -                        (5,400)            

Total other financing sources (uses) 51,424           (5,400)                -                        -                        46,024           

Net change in fund balances -                      (5,856)                6,112               206                  462                 

Fund balances (deficits), beginning of year -                      89,842               (137,442)         139,546           91,946           

Fund balances (deficits), end of year  $ -                      83,986               (131,330)         139,752          92,408           

Special Revenue Funds
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SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Federal and Other Special Revenue Funds

Combining Schedule of Revenues, Expenditures and Changes in Fund Balances
For the year ended June 30, 2016

Fund Revenues Expenditures Fund

balances balances

(deficits) Federal/ (deficits)

beginning State Other Program Transfers end 

of year revenues revenues expenditures in (out) of year

Federal programs:

2100 Teacher Incentive Fund  $ -                    7,646 -                 2,246 (5,400)       -                      

2300 Title IA -                    235,578 -                 235,578 -                 -                      

2310 Title IA Focus -                    10,766 -                 10,766 -                 -                      

2457 Pre K Expansion Grant (221)              847,459 -                 847,238 -                 -                      

2470 IDEA Part B - Local Entitlement -                    512,047 -                 512,047 -                 -                      

2470 IDEA Special Education - Preschool -                    12,042 -                 12,042 -                 -                      

2670 Title VI - Rural and Low Income Grant -                    22,952 -                 22,952 -                 -                      

2690 Title IIA - Teacher Quality -                    63,775 -                 63,775 -                 -                      

2950 Adult Education Basic Ed Grant (FLA) 4,477            7,915 -                 6,213 -                 6,179             

Total federal programs 4,256            1,720,180    -                 1,712,857         (5,400)       6,179             

Other programs:

2000 Laptop Insurance 12,010         -                    1,721 1,636 -                 12,095           

2060 FAME 778               1,973            -                 3,124 -                 (373)               

2080 Other Grants/Donations (6,822)          -                    8,405 2,497 -                 (914)               

2085 Galen Cole Reading Recovery 2,347            -                    -                 4,189 -                 (1,842)            

2090 Work Ready Grant 50,387         23,288 -                 8,205 -                 65,470           

2110 Reading Recovery 1                   -                    -                 73 -                 (72)                 

2232 Proficiency Based Education 1,871            18,629 -                 13,192 -                 7,308             

2233 PEPG Development Grant -                    4,600 -                 4,664 -                 (64)                 

2270 College Transition 182               -                    -                 11,165 -                 (10,983)          

2900 E-Rate Technology 24,832         4,899 -                 22,549 -                 7,182             

Total other programs 85,586         53,389         10,126       71,294               -                 77,807           

Total $ 89,842         1,773,569    10,126      1,784,151         (5,400)       83,986           
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Schedule 1

Balance Balance

July 1, 2015 Additions Deductions June 30, 2016

Chelsea Elementary School $ 35,286           31,224 29,030 37,480           

Palermo Consolidated School 14,060           38,747 39,976 12,831           

Windsor Elementary School 203                 45,829 45,181 851                 

Whitefield Elementary School 13,549           35,079 39,344 9,284             

Total $ 63,098           150,879     153,531         60,446           

SHEEPSCOT VALLEY REGIONAL SCHOOL UNIT NO. 12

Combining Schedule of Changes in Cash Balances

Fiduciary Funds

For the Year Ended June 30, 2016
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